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IBRD Loans to Panama 


The International Bank for Reconstruction and De- 
velopment on September 25 made two loans for agricul- 
tural development in Panama: $1,200,000 for the pur- 
chase of agricultural machinery and $290,000 for a grain 
storage plant. The borrower is the Instituto de Fomento 
Economico (IFE), an autonomous government agency, 
established in January 1953 with the assistance of ex- 
perts from the Banco Nacional de Costa Rica, and the 
loan is guaranteed by the Government of Panama. 

The loan of $1,200,000 is for a term of 7 years and 
the loan of $290,000 for 8 years. Both carry interest of 
45% per cent including the 1 per cent commission which, 
under the Bank’s Articles of Agreement, is allocated to a 
special reserve. Amortization payments will begin for 
both loans on November 15, 1955. 

Nearly half the loan of $1,200,000 will be used to pur- 
chase equipment for agricultural machinery pools, which 
are being organized as part of the Government of 
Panama’s program to encourage agricultural develop- 
ment. IFE will operate the pools and will perform 


services for farmers on a contract basis. The pools will 
be located at three key points and the equipment, which 
will consist mainly of tractors, plows, harvesters, and 
combines, will be used in land clearance as well as in 
farming. The loan also provides funds which will be 
used to import agricultural machinery and equipment to 
be sold to qualified farmers who will obtain credits for its 
purchase from IFE. A third portion of the loan will be 
used by IFE to purchase hand tools for small farms. 


The loan of $290,000 will be used to pay for the import 
of materials and services needed by IFE to build a 4,000- 
ton grain storage plant at Panama City. The new plant 
should reduce fluctuations in price and probably the 
average cost of grain to local consumers by providing 
a year-round supply of locally grown corn and beans of 
good quality. 

Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D. C., 


September 25, 1953. 


IBRD Dollar Bond Issue 


A new issue of $75,000,000 three-year, 3 per cent 
dollar bonds of the International Bank for Reconstruc- 
tion and Development was announced on September 29 
by a nation-wide underwriting group of 147 investment 
firms, jointly headed by Morgan Stanley & Co. and The 
First Boston Corporation. The bonds are being offered 
in the United States at a price of 9954 per cent and 
accrued interest to yield approximately 3.13 per cent to 
the maturity date of October 1, 1956. The bonds have 
a shorter maturity than any of the seven issues previously 
‘marketed in the United States by the IBRD since the 
initial offering in 1947. The present 3 per cent bonds 
are noncallable prior to April 1, 1956, are callable on 
and after that date, at par and accrued interest, and will 
not be subject to a sinking fund. 

Requests have been received, originating in 11 foreign 
countries whose governments are members of the IBRD, 


East-West Trade and Strategic Trade Controls 

Trade between Western Europe and Eastern Europe 
has declined substantially since before the war, the move- 
ment from West to East in 1952 being estimated at the 
equivalent of US$908 million, and from East to West of 
US$1,013 million. This decline is, however, attributable 
only in part to Western trade controls. According to the 


to purchase approximately $20,000,000 of the bonds for 
special funds. An additional $20,000,000 will be dis- 
tributed publicly or privately in 4 other European coun- 
tries. In Switzerland, the Swiss Bank Corporation and 
the Crédit Suisse are taking just under $10,000,000 for 
the Swiss market. In the Netherlands, the Nederlandsche 
Handel-Maatschappij. N.V. is heading a syndicate of 
banks and financial institutions which is underwriting 
$5,000,000 principal amount of the issue. In London, 
Morgan Grenfell and Co. Ltd. is acting on behalf of 5 
banking houses who are taking $3,500,000 principal 
amount for placement with purchasers who are eligible 
to buy the bonds with dollar funds. In addition, Sweden 
and Belgium will each take $1,000,000. 

Source: International Bank for Reconstruction and De- 


velopment, Press Release, Washington, D. C., 
September 29, 1953. 


Third Report to Congress on the Mutual Defense Assist- 
ance Control Act of 1951 (the so-called Battle Act), the 
most fundamental cause of the decline is the policy of 
Soviet-bloc autarchy. 


The major trading countries of Western Europe have 
heen cooperating with the United States in denying 
strategic materials to the Sovet bloc. They ship no 
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arms, ammunition, implements of war, or atomic energy 
materials, and maintain generally an embargo on a wide 
range of industrial items that would make a significant 
contribution to war potential. U.S. policy does not 
oppose the shipment of nonstrategic goods in East-West 
trade. A complete stoppage of such trade would not 
conform with the economic and political facts of life in 
Europe. Difficulties would, however, arise if nonstrategic 
trade were of such a kind as to create undue dependence 
upon unreliable and politically controlled markets in 
Eastern Europe. The best answer to such difficulties is 
the development of new sources of supply and new 
markets within the free world, which means the reduc- 
tion of tariff walls in the United States, a similar loosen- 
ing of trade restrictions by other free nations, and greater 
economic integration in Europe. 

Source: World-Wide Enforcement of Strategic Trade 
Controls (Third Report to Congress on the 
Mutual Defense Assistance Control Act of 1951), 
Washington, D. C., September 27, 1953. 


Europe 


European Coal and Steel Community 
During August steel production in the six member 
countries of the European Coal and Steel Community 
(2.8 million tons, against 3.3 million tons in July) 
decreased by 14 per cent and coal stocks again rose 
sharply. France’s output showed the largest drop, 
521,000 tons against 788,000 in July. The ECSC Com- 
mission, which has studied the output and demand pros- 
pects for steel, has, however, expressed optimism in 
regard to future developments. The decline is attributed 
to the loss of working days as a result of vacations and 
to the expectation of a drop in both coal and steel prices. 
It is now, however, clear that there is no intention of 
changing the internal prices for either coal or steel. 

The German Government’s acceptance of the High 
Authority’s ruling on discriminatory freight rates is ex- 
pected to intensify competition in the South German steel 
market. All steel sales by Ruhr producers to consumers 
in Bavaria and Wurtemburg previously benefited by the 
custom of charging freight for only the first 220 kilo- 
meters. Producers were reimbursed for their losses from 
a fund established by a special tax on all German steel 
sales. Under the new ruling, this subsidy is not abolished, 
but it is extended to all Community steel irrespective of 
source. The added cost will be financed by a special levy 
on all steel entering Germany. 

A Swiss loan of DM 250 million has been granted to 
the German steel industry. In return, Germany has 
guaranteed the delivery to Switzerland of 100,000 tons 
of sheet products per year. A similar agreement was 
made two months ago between Switzerland and France. 
Sources: Agence Economique et Financiere, Brussels. 
Belgium, September 8, 9, 10, and 16, 1953. 
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Private Production of Gold Coins 

An Italian court in Milan has followed the decision 
of the Swiss Federal Tribunal in August 1952 (see this 
News Survey, Vol. V, p. 86) to the effect that the gold 
sovereign is no longer legal tender. In their defense of 
five persons who had been engaged in the clandestine 
manufacture of gold coins, the lawyers put forward the 
thesis that in the United Kingdom the gold sovereign had 
become an article of commerce and that the men, there- 
fore, could not, under the Italian code of law, be charged 
with counterfeiting money. 
Source: The Bankers’ Magazine, London, England, Sep- 

tember 1953. 





































































































French Economic Policy 











The policies inaugurated in France since the begin- 
ning of the summer were summarized on September 7, 
1953 by M. Edgar Faure, Minister of Finance and Eco- 
nomic Affairs. He stated that, except for the strikes in 
August, the policies had been favored by a continuing 
decline in prices, stable foreign exchange and gold free 
markets, and a reduction in the rate of the French deficit 
with EPU. 

“The present situation,” he declared, “is one where 
government expenditure is excessive and threatens to 
renew inflation, but where also economic activity is de- 
pressed and threatens to increase unemployment. Hence, 
the Government can contribute to economic expansion 
with stability, which is prerequisite for a durable increase 
in purchasing power, only by a dual action tending 
to reduce government expenditure while increasing 
private demand.” The price reduction campaign launched 
by the Government and reinforced by voluntary private 
action is not a policy for a general reduction of prices, 
which would tend to hamper business recovery, but a new 
policy of price reductions limited to, and centered on, 
those products which account for the major part of the 
family budget. Substantial reductions for the 1954 
budget were announced during September, and for the 
first time since the war the budget will be smaller than 
that of the previous year. 




























































































































































































This reduction is, however, 
to be concentrated on nonproductive expenditures, rather 
than on investments. Believing that productive expendi- 
ture can be increased to the extent of the reduction real- 
ized on unproductive expenditure or of any increase in 
savings, the Government has taken a number of measures 
to encourage business recovery, such as fiscal privileges 
for certain business activities, e.g., construction, and 
reductions in the interest rate and in bank charges. 
The Minister stated, also, that real wages were to be 
increased through price reductions and full employment. 
Any wage increase which was passed on in consumers’ 
prices soon became illusory for the worker and danger- 
ous to the economy. 



















































































Any wage increase. however, which 
had no price repercussions, was compatible not only with 
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the workers’ demands but also with the general interest. 
The Government decreed in September a small increase 
in wages for the lowest paid workers and encouraged 
private firms to follow this lead. The adequacy of the 
proposed adjustment of wages is, however, contested by 
the labor unions. 


Source: Le Monde, Paris, France, September 9, 1953. 


Netherlands Budget and Economic Prospects 


The Memorandum on the Netherlands Budget for 1954 
contemplates a deficit of f 995 million, as compared with 
{ 596 million in the revised 1953 budget. Total expendi- 
tures in the coming year will be £6.51 billion (1953, 
£6.56 billion), against revenues of f 5.52 billion (1953, 
{5.97 billion). 

The Netherlands Government has laid before Parlia- 
ment, together with the 1954 Budget Memorandum, a 
draft bill aiming at an over-all reduction of income and 
wage tax rates. The annual loss of tax revenue on 
account of this proposal is estimated at f 175 million and 
is taken into account in the 1954 budget figures. Earlier 
proposed tax legislation also involves a reduction of 
{342 million in tax revenue. The Minister of Finance 
believes, however, that a reduction of income tax rates 
is also justified: monetary conditions are regarded as 
favorable, and during the spring and summer the bal- 
ance of payments has shown a surplus. A reduction of 
the cost of war damage compensations is anticipated at 
no distant future, while the cost of repairing the damage 
caused by the floods of February 1953 will extend only 
over 1953 and 1954. In compiling the 1954 budget, the 
Government has been guided by the desire to raise living 
standards by opening wider spending opportunities to 
business and families. 

The reconstruction of flood damage is expected to 
entail government expenditure of £400 million in both 
1953 and 1954 (see this News Survey, Vol. V, p. 382). 
The 1954 appropriations for military expenditures are 
also the same as in 1953, f 1.5 billion. 

The Memorandum anticipates a deficit in the cash 
position of the Treasury én 1954 of about f 800 million 
to £1,100 million, against f 350 million to £450 million 
in 1953. This development contrasts sharply with the 
record of 1951 and 1952, which showed cash surpluses 
of £86 million and f 541 million, respectively. 

The Minister of Finance has stated that in certain 
respects the present economic situation of the Netherlands 
is favorable. However, one unfavorable aspect is the 
decreasing rate of investment, and the long-term problem 
of employment for a growing population, therefore, 
requires even more attention than in the past. The de- 
sirability of adjusting economic policy for the solution 
of that problem is reflected in present financial policy, 
and in particular in the proposals to alleviate the burden 
of taxation so that investment activity may be stimulated. 


lll 


Industrial investments amounted in 1952 to only f 1.64 
billion, whereas f 1.8 billion per annum is deemed to be 
needed for the creation and maintenance of sufficient em- 
ployment. During the first quarter of 1953, industrial 
investments decreased again, to an annual rate of f 1.45 
billion. The Government is concerned about the slowing 
down of exports, production, and national income. Ex- 
pansion of industrial production by at least 4 per cent per 
year and of exports by 5 per cent per year are considered 
essential to maintain the present equilibrium in the 
Netherlands economy. 
Sources: Ministry of Finance, Memorandum on the Posi- 
tion of the Netherlands State Finances, The 
Hague, Netherlands, September 15, 1953; 
A.N.P.-Aneta News Bulletin, New York, N. Y., 
September 18, 1953. 


Cut in Denmark's Bank Rates 


The Danish National Bank reduced its discount and 
rediscount rates on September 23 from 5 per cent and 
41% per cent, respectively, to 444 per cent and 4 per cent. 
At the same time the rate of interest on loans was reduced 
from 51% per cent to 5 per cent. The rates in force until 
September 22 had been established on November 2, 1950. 
The three big commercial banks have reduced the rates 
charged on commercial bills and loans by 14 per cent, to 
4%-61%4 per cent and 5-614 per cent, respectively, thus 
restoring the rates which had prevailed before November 
1950. The interest paid on bank deposits remains un- 
changed. 

Sources: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way. September 23, 1953; Svenska Dagbladet, 
Stockholm, Sweden, September 25, 1953. 


Norwegian Balance of Payments Prospects 


In 1951, Norway had a balance of payments surplus, 
and in 1952 there was approximate balance. The Finance 
Minister, Mr. Tryggve Bratteli, stated recently that the 
deficit in 1953 will probably be larger than the NKr 600 
million ($84 million) estimated in the national budget 
for this year (see this News Survey, Vol. V, p. 238), 
though it is still too early to say how large the deficit will 
be. Difficulties will persist in 1954, but there is no reason 
to fear a catastrophe. 

The fact that the deficit probably will be larger than 
estimated is a result of a deterioration in the terms of 
trade. Compared with the first quarter of 1952, the 
deterioration in the first quarter of 1953 represents an 
annual loss of between NKr 1,500 million ($210 million) 
and NKr 2,000 million ($280 million). The volume of 
imports in the first half of 1953 was larger than estimated, 
hut the volume of exports and the tonnage of the merchant 
marine were also larger than in the corresponding period 
last year. 
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Total imports of ships are estimated to amount to 
NKr 800-900 million ($110-125 million) this year, and 
to NKr 1.2-1.3 billion ($170-180 million) next year. 
It would not be to the advantage either of the shipping 
trade, of Norway itself, or of the countries with which 
Norway has close economic relations if the financing of 
this huge increase in the merchant marine led to a sharp 
reduction in other Norwegian imports. 

Source: Norges Handels og Sjofartstidende, Oslo, Nor- 
way, September 21, 1953. 


Austrian Bank Rate 

The discount rate of the Austrian National Bank was 
reduced on September 24 from 5 per cent to 4 per cent. 
Recent returns have shown a high degree of liquidity in 
the Austrian banking system. This is the third reduc- 
tion this year of the discount rate, which was raised to 
6 per cent on July 3, 1952. 
Vol. V, p. 312.) 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, Sep- 


tember 25, 1953. 


(See also this News Survey, 


Middle East 


Oil Pipelines in Egypt 

The Egyptian Cabinet has approved a project for the 
construction of two pipelines for transporting fuel oil 
between Suez and Cairo. It is estimated that the cost 
will be about LE 2 million, to be spent over two years. 
Half of this sum has already been appropriated in the 
1953-54 budget of the Egyptian State Railways. 
Source: The Egyptian Gazette, Cairo, Egypt, August 18, 

1953. 


Oil Production in Saudi Arabia 

During July 1953, the Arabian American Oil Com- 
pany broke the record by producing 28.2 million barrels 
of crude oil, representing a record daily average of 
909,677 barrels. This represents approximatel, 8 per 
cent of the total production of the free world during July. 
Source: Le Commerce du Levant, Beirut, Lebanon, Sep- 

tember 2, 1953. 


Capital Supplies in Saudi Arabia 

The Saudi Arabian Minister of Finance, who is now 
visiting Lebanon, told the Lebanese authorities that Saudi 
Arabia was in no position to grant Lebanon a loan, at 
least for the time being. The Minister was reported to 
have said that, despite huge oil royalties, his country’s 
Treasury had a yearly deficit of $5 million. 
Source: The Egyptian Gazette, Cairo, Egypt, Septem- 

ber 24, 1953. 


Loans for Jordan 
A Jordanian delegation, consisting of the Deputy Prime 
Minister, the Ministers of Finance, of National Economy, 
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and of Agriculture, has arrived in Iraq for economic talks 
between the two countries. It is expected that the dele. 
gation will request a loan of JD 5 million from Iraq, and 
will invite Iraqi capital to invest in Jordan’s mineral 
wealth, such as potash, phosphate, and magnesium. Iraq 
is reportedly interested in helping Jordan in the economic 
field. After the termination of the talks in Baghdad, the 
delegation plans to go to Saudi Arabia for similar nego- 
tiations. 

The Jordanian Government is also making contacts 
with the Export-Import Bank of Washington with a view 
to a development loan of JD 2 million, and a Jordanian 
delegation, led by the Minister of Finance, is expected 
to go to London in October to discuss Jordan’s five-year 
economic plan and the means of financing it. 

Sources: The Egyptian Gazette, Cairo, Egypt, Septem- 
ber 14 and 21, 1953. 


Iraqi Monetary Policy 

The Governor of the National Bank of Iraq has an- 
nounced that a Danish financial mission, headed by Pro- 
fessor Carl Iversen, will arrive in Baghdad on October 15 
to present its final report on Iraqi monetary policy. After 
the recent Anglo-Iraqi financial talks, the Governor of 
the National Bank had discussed with Professor Iversen 
whether Iraq should remain in the sterling area. At the 
invitation of the Iraqi Government and the central bank, 
Professor Iversen visited Baghdad in February at the 
head of a mission to study the Iraqi financial system. 


Sources: Al-Zaman, Baghdad, Iraq, September 20, 1953; 
The Egyptian Gazette, Cairo, Egypt, Septem- 
ber 24, 1953. 


Far East 
Revision of Indian Import Policy 


The Government of India’s review of the five Open 
General Licenses which expire on September 30 has not 
resulted in any substantial change in import policy. The 
number of items on the open list of imports from all coun- 
tries (excluding South Africa) has been reduced from 
86 to 69. The items so excluded, spare parts of diesel 
engines, mechanical pumps and tractors, certain chem- 
icals and alloys, and scientific instruments, have been 
allotted import quotas. Imports from the soft currency 
area of seed, lac, postage stamps, and certain chemicals 
are now put on the Open General License, whereas buffers 
and locomotives, hacksaw blades, and certain textile mill 
stores will now be imported from that area only under 
import quotas. No changes have been made in the licenses 
regulating imports from Pakistan, the Persian Gulf 
sheikdoms, and the Portuguese possessions in India. 
Source: The Times of India, Bombay, India, Septem- 

ber 22, 1953. 
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indian Sugar Supplies 

According to a statement by the Union Food Minister, 
Indian sugar production during the three years 1950-51, 
1951-52, and 1952-53 was 1.1 million, 1.5 million, and 
1.3 million tons, respectively. The fall during the last 
year can be attributed to reduced output of sugar cane, 
diversion of cane to production of gur owing to the rela- 
tively high prices of gur, the smaller number of factories 
working during the 1952-53 season, and the delayed 
commencement of crushing operations. 

This situation seems to have given rise to a feeling 
in trade circles that the quantity of sugar available for 
consumption will not be sufficient. This feeling, together 
with diminished production of gur and consequent in- 
creased demand for factory sugar, the rise in the price of 
gur, and a scarcity of wagons for transport of sugar, led 
to a rise in prices since the third week of April 1953 by 
about Rs 2 to Rs 4 per maund above what is regarded 
as a fair average price. 

The Government has endeavored to reduce the price of 
sugar by speeding up distribution and arranging for re- 
leases from reserves at a statutory ex-factory price of 
Rs 27 per maund, and has also announced its intention 
to import sugar. 

This announcement indicates India’s return to her 
usual position as a sugar importer. It was only in 1951- 
52 and 1952-53 that sugar was exported, 10,755 tons in 
1951-52 and 6,432 tons in 1952-53. Arrangements have 
now been completed for the purchase of about 100,000 
tons to be imported before the end of September 1953. 
The imported sugar is to be allotted to State Governments 
in the quantities required for distribution through fair 
price shops, ration shops, or cooperative agencies; the 
balance will be sold to merchants at Rs 30 per maund. 
It had at first been intended to leave importing to private 
traders, but subsequently it was found that the landed 
cost of imported sugar would be Rs 26-27 per maund 
(including import duty of Rs 7 per cwt.), as against the 
then prevailing market price of around Rs 32.8 per 
maund. This would have left large profits to private 
traders and it was, therefore, decided to make the imports 
on government account. 

Sources: Government of India, Press Information Bu- 
reau, Press Releases, New Delhi, India, Au- 
gust 7, 11, and 25, 1953. 


Trade Between India and Nepal 


Indo-Nepalese trade during the nine months ended 
December 31, 1952 is reported by the Business Digest 
of India to have resulted in a trade surplus for Nepal of 
Rs 26.4 million. Of the Nepalese exports to India, 
amounting to Rs 58.6 million, the leading commodities 
were foodgrains (Rs 9.2 million), hessian cloth (Rs 4.2 
million), oil seeds (Rs 2.5 million), cattle (Rs 1.4 mil- 
lion), ghee (Rs 1.3 million), and potatoes (Rs 1.2 mil- 
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lion). Imports from India, which totaled Rs 32.2 million, 
consisted chiefly of cattle (Rs 1.9 million), yarn (Rs 1.6 
million), metals (Rs 1.2 million), sugar, candy, and gur 
(Rs 1.1 million), and oils (Rs 1 million). 

Trade has flowed between India and Nepal from time 
immemorial; however, this is the first time that any 
statistics of this trade have been published. The collec- 
tion of information is difficult because goods cross the 
500-mile frontier along its whole length, and not only 
through certain frontier towns, and also because the trade 
is not handled by well-established import and export 
houses. 


Source: Economic Commission for Asia and the Far 
East, Trade Promotion News, Bangkok, Thai- 
land, June-July 1953. 


Indian Burlap Export Duty 


The Government of India has reduced the export duty 
on burlap from Rs 275 per long ton to Rs 120 per long 
ton. This means reductions of approximately 95 points 
per yard in the landed price of burlap of the 40 inch-10 
ounce type and of 75 points for burlap of the 40 inch- 
71% ounce type. The duty was first reduced from Rs 1,500 
to Rs 750 in February 1952. Subsequently, in May 1952, 
it was reduced to Rs 275. 

Sources: The Journal of Commerce, New York, N. Y., 
September 15, 1953; Embassy of India, /ndia- 
gram, Washington, D. C., September 17, 1953. 


Ceylon’s Deposit Reserve Ratio 


The deposit reserves of commercial banks with the 
Central Bank of Ceylon were reduced from 14 per cent 
to 10 per cent on September 12, 1953. In January 1951, 
the reserve ratio had been raised from 10 per cent to 


14 per cent, to prevent inflation arising from the Korean 
boom. 


Source: The Financial Times, London, England, Septem- 
ber 14, 1953. 


increased Tariffs and Prices in Thailand 


The Thai Government has raised import duties on 
goods considered luxuries, such as automobiles, liquor, 
refrigerators, etc. The increases vary from about 50 to 
100 per cent. The Government has also banned the im- 
port of nonessential goods and of goods which Thailand 
can produce. The tariff revision was deemed necessary 
to protect domestic industry and curb luxury spending. 
In addition, the Government wished to avoid a repetition 
of the situation last year when the local market was 
flooded with nonessential goods. The immediate effect of 
these measures has been to increase the prices of a wide 
range of commodities. 


Source: Far East Trader, New York, N. Y., Septem- 
ber 23, 1953. 
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Taiwan's Power Development Plan 

While the first five-year electric power development 
plan initiated early this year is in operation, the Taiwan 
Power Company is engaged in blueprinting a second five- 
year plan centered around the Tachiachi Valley in central 
Taiwan. The objective of the plan is the building of 
generating plants with a total capacity of 460,000 
kilowatts. 

The second 26,500 kilowatt hydroelectric generating 
plant at the Tienlun power station in central Taiwan was 
officially put into operation on September 8 (see this 
News Survey, Vol. V, p. 120). Installation of this unit 
began in November 1952 and was completed in July 1953. 
With its generating capacity expanded to 53,000 kilo- 
watts, Tienlun now ranks second among the thirty-three 
thermal and hydraulic electric power generating stations 
throughout Taiwan. The Taiwan Power Company plans 
to install a third hydroelectric generator of the same 
capacity at Tienlun which, when completed, will raise the 
plant’s total output to 79,500 kilowatts. 

Source: Chinese News Service, Press Release, New York, 


N. Y., September 22, 1953. 
Japanese Free Gold Sales 


Japanese gold producers and refiners are endeavoring 
to establish a standard or wholesale price for the gold 
which, under the revised Gold Control Law, they are 
permitted, as from August 1, to sell freely in the domestic 
market (see this News Survey, Vol. VI, p. 30). Pro- 
ducers are now permitted to sell freely two thirds of 
Japan’s gold output, but are still required to surrender 
one third to the Government at the official buying price 
of Y 405 per gram, or US$35 per fine ounce. A free 
price much lower than the officially estimated cost of 
production (Y 640 per gram, or about US$55.30 per fine 
ounce, on the basis of 7 gram per ton ore) is thought to 
be probable, and according to newspaper reports it may 
be around Y 550 per gram, or about US$47.50 per fine 
ounce. The increase in domestic demand which is now 
permitted is not expected to be very large. 

During the April-June quarter of this year, 1,194 kilo- 
grams of gold were allotted for nonmonetary use; this 
was 284 kilograms more than in the preceding quarter. 


Source: Bank of Tokyo, Weekly Review of Economic 
Affairs in Japan, Tokyo, Japan, August 1, 1953. 


Japan’s Suspension of Silk Exports 

The Japanese Ministry of International Trade and 
Industry has announced the suspension of the export of 
raw silk goods to Finland and Sweden, to prevent their 
resale at low prices by these two countries. This action 
has been taken in view of the recent increase in switch 
shipments of raw silk goods by Finland and Sweden to 
the United States and the French currency area. The sus- 
pension, which is retroactive to August 1, is expected to 
cut in half Japan’s paper pulp imports from Finland and 


Sweden. Japan had intended to import 15,000 tons of 

paper pulp, valued at $2.1 million, from these two coun- 

tries in exchange for exports of steel and textile goods, 

including raw silk and silk goods. 

Source: The Journal of Commerce, New York, N. Y., 
September 15, 1953. 


Indonesian Terms of Trade in 1952 
Indonesia’s terms of trade deteriorated by about 25 per 
cent in 1952 in comparison with the previous year, and 
were the most adverse since 1948; the terms of trade 
were lower by 13 per cent, 12 per cent, and 22 per cent 
in relation to those in 1948, 1949, and 1950, respectively. 
If, however, the exports of petroleum and _ petroleum 
products and the imports of the petroleum companies 
were excluded, the adverse movement would appear even 
larger, being about 31 per cent in relation to 1951 and 
19 per cent in relation to 1950. This trend was entirely 
due to the decrease in export prices, which in 1952 de- 
clined by about 29 per cent compared with those in 1951. 
Import prices fell at the same time by about 4 per cent. 
The precipitate fall in export prices in 1952 was shared 
by all the principal export products; the decline for rub- 
ber prices was 36 per cent, for copra, 40 per cent, petro- 
leum products, 12 per cent, and for tin ore, 6 per cent. 
The price movements of imports were much more varied. 
Capital goods prices increased by 10 per cent, but the 
prices of raw materials and auxiliary goods decreased 
by 47 per cent. Among the more important consumers’ 
goods, the price of rice rose by 26 per cent, and of tapi- 
oca, by 13 per cent. The prices of cotton textile goods, 
however, fell by 26 per cent, and the over-all index of 
import prices for consumers’ goods was practically the 
same in 1952 as in 1951. 
Source: The Java Bank, Report of the President and of 
the Board of Directors for the Financial Year 
1952-53 (English translation), Djakarta, Indo- 
nesia, June 30, 1953. 


United States and Canada 
Decline in U.S. Interest Rates 


The rapid rise of interest rates on U.S. government 
securities in the first half of 1953 has been reversed. 
Yields on 3-month Treasury bills have declined by about 
‘'Y, per cent since early June, and are now back at the 
level of early 1952; yields on long-term Treasury bonds 
have declined about 14 per cent from their June high, but 
are still about 14 per cent above their 1952 average. The 
movement this year has reflected largely a corresponding 
variation in the demand for funds from banks and secur- 
ity markets and, more recently, an apparent shift in the 
business outlook. Another factor was the clarification 
in the second quarter of Federal Reserve policy and its 
subsequent implementation. 

Bank loans advanced especially rapidly in the second 
half of 1952, and their continuing advance during the 


INTER 
—_ 
first b 
cent b 
to tig 
tensifi 
accou 
reser 
part 
their 
same 
floate 
in the 
unusu 
ture « 
was a 
sion ‘ 
the rz 
bills 1 
Treas 
about 
levels 
per 
Th 
to the 
open 
annot 
bank 
effect 
reser 
ment 
ance 
reser 
ment 
longe 
two 
purch 
and f 








1953 





ms of 
coun- 
zoods, 











an 




















25 per 
r, and 

trade 
r cent 
tively. 
‘oleum 
panies 
r even 
51 and 
ntirely 
52 de- 
1 1951. 
r cent. 
shared 
or rub- 
, petro- 
r cent. 
varied. 
but the 
creased 
sumers’ 
of tapi- 
- goods, 
ndex of 
ally the 





































































and of 
al Year 


a, Indo- 











ernment 
eversed. 






»y about 
k at the 
‘y bonds 
righ, but 
age. The 
sponding 
nd secur- 
ft in the 
rification 












y and its 






je second 





iring the 








first half of 1953 brought the total outstanding to 11 per 
cent higher than a year earlier. The rise in loans tended 
to tighten bank reserve positions, and this effect was in- 
tensified by the outflow of private deposits to foreign 
accounts, especially in the first quarter. With bank 
reserves tight, Federal Reserve member banks obtained 
part of the funds for their loan expansion by reducing 
their short-term government security holdings. At the 
same time corporations and local government authorities 
floated a record amount of $7 billion in new capital issues 
in the first half of 1953, and the Treasury ventured an 
unusually long-term bond issue in April. This conjunc- 
ture of factors tended to raise interest rates, and the rise 
was accentuated in the second quarter by some apprehen- 
sion as to how far Federal Reserve policy would allow 
the rate pattern to go. By early June, 3-month Treasury 
bills were carrying a rate of 2.42 per cent and 12-15 year 
Treasury bonds were up to 3.15 per cent—both being 
about three-eighths per cent above their January 1953 
levels; 3-5 year notes at 3.09 per cent were five-eighths 
per cent above their January level. 

The Federal Reserve System began to give reassurance 
to the money market in the form of over $1 billion of 
open market purchases in May and June, and by the 
announcement on June 24 of a reduction in member 
bank reserve requirements. The reduction, which became 
effective in the first week of July, eased pressure on bank 
reserves to the extent of $1.2 billion. The announce- 
ment and a later official amplification carried an assur- 
ance that it was established policy to make available the 
reserves needed by banks to meet business and govern- 
ment needs for seasonal credit, and also to meet the 
longer term credit needs of a growing economy. In the 
two weeks following the announcement open market 
purchases added another $130 million to bank reserves, 
and from mid-August to September 23 there were further 
open market purchases of about $220 million. 

As important as the clarification of Federal Reserve 
policy has been a pronounced shift in market forces, espe- 
cially in regard to current and prospective demands for 
funds. The summer brought a seasonally lower level of 
new security flotations, and the subsequent rise in busi- 
ness loans by banks has been 30 per cent smaller than 
last year, owing to lower farm prices and a tapering off 
of business activity “and consumer financing. At the 
same time the gradual sale of tax anticipation certificates 
from banks to business corporations released bank re- 
serves. These factors, together with the steady supply of 
new investment funds, tended to reduce security yields 
and contributed to the successful Treasury refunding 
operation in August and to absorption of the renewed 
corporate security financing in September. At the end 
of August the publication of revised budget estimates 
sharply reduced the amount of Treasury deficit financing 
in prospect during the current fiscal year, and contributed 
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to the success of the September refunding operation. 
Since the middle of September security yields have de- 
clined further in response to a slackening in the flow of 
corporate and municipal security offerings. Another 
factor was the reduction of the Bank rate in England 
and France which led to rumors of possible similar action 
in the United States. Market attitudes toward interest 
rates have probably also been influenced by an expected 
decline in business capital expenditures, as indicated by 
a recent government survey, and by the prospect that 
bank reserves will be augmented in the coming months 
by drawing down Treasury deposits at Federal Reserve 
Banks. 

As a result of these developments, yields on the last 

two offerings of 3-month Treasury bills have been close 
to 1.60 per cent, compared with over 2 per cent a month 
earlier; the yield on longer term Treasury bonds has de- 
clined to 2.92 per cent, compared with 3.00 per cent at 
the end of August. Yields on high-grade corporate 
bonds, which had risen about the same as yields on 
Treasuries during the first half of the year, have declined 
somewhat less since June; yields on lower grade cor- 
porate issues remain near their June high. 
Sources: Board of Governors of the Federal Reserve 
System, Federal Reserve Bulletin, Washington, 
D. C., July 1953, and current statistical releases; 
Federal Reserve Bank of New York, Monthly 
Review of Credit and Business Conditions, New 
York, N. Y., various issues. 


Corporate Bond Financing in the United States 


Factors affecting the issue and extinguishment of cor- 
porate bonds have been analyzed in a statistical study by 
the National Bureau of Economic Research covering 
28,000 corporate bond issues floated in the United States 
from 1900 to 1948. The statistics bring out a counter- 
cyclical which corporations typically 
financed their capital programs during the early stages 
of business expansion through bond issues, and turned 
later to stock financing as stock prices rose. In the 
later stages of business expansion the proceeds of stock 
financing and higher earnings have been used to retire 
funded debt. This behavior, together with the contrast 
between high corporate: indebtedness in the 1920’s and 
the low levels of debt in the 1930’s, suggest that the 
absolute level of interest rates has been a less important 
factor affecting debt financing than the need for funds 
and the relative position of stock and bond prices. The 
effect of the low level of interest rates during the 1930’s 
was chiefly to induce a large volume of refunding without 
affecting greatly the total amount of debt outstanding. 
Some of these findings may explain the apparent depar- 
ture from earlier practice in financing the 1947-51 busi- 
ness expansion largely by bonds. Whereas only 10 per 
cent of all external capital funds raised in 1928-29 came 
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from the bond market, two thirds of such funds raised 
in 1947-51 were obtained by bond flotations. During 
the latter period the proportion of net worth to debt was 
approximately maintained by corporations retaining an 
exceptionally large percentage of their current earnings. 
Source: National Bureau of Economic Research, Press 
Release, New York, N. Y., September 21, 1953. 
Canadian Exchange Rate 
The Canadian exchange rate, which fell from an aver- 
age of Can$1.00 = US$1.0301 in January 1953 to a low 
of US$1.0055 in June, has recently risen again. During 
August the average rate was Can$1.00 = US$1.0118, 
and on September 28 the market closed at US$1.021. 
The recent strength is attributed partly to grain sales, a 
seasonal factor, but according to some sources it also 
reflects new Canadian financing in New York and in- 
creased British investment in Canada. 
Sources: The Financial Post, Toronto, Canada, Septem- 
ber 26, 1953; The Wall Street Journal, New 
York, N. Y., September 29, 1953; Board of 
Governors of the Federal Reserve System, Fed- 
eral Reserve Bulletin, Washington, D. C., Sep- 
tember 1953. 


Latin America 


Agricultural Credit from Mexican Insurance Companies 

The Mexican Ministry of Finance and Public Credit 
has authorized insurance companies to invest up to 
10 per cent of their capital and reserves in direct credits 
to agriculture, and up to 20 per cent of their capital and 
reserves in rediscounting agricultural credits. This meas- 
ure has been taken in order to increase production of 
corn, beans, and wheat. A Ministry of Finance circular 
has stated that it is in the public interest that institutions 
which collect savings should channel part of their funds 
into agricultural production and particularly into the 
production of basic crops. 


Source: Excelsior, Mexico, D.F., Mexico, September 17, 
1953. 


Peruvian Oil Developments 

The President of Peru has reported that the new Peru- 
vian petroleum law has given an impetus to the exploita- 
tion of Peru’s petroleum reserves. Previously, only two 
foreign companies and the government-owned company 
were operating on the coast, and another two private 
companies in eastern Peru. The inducements offered 
by the law have resulted in the formation of 14 petroleum 
companies in the last year—of which 4 are national com- 
panies—whick have filed applications covering 1,768,966 
hectares on the coast and 2,163,220 hectares in eastern 
Peru. The guarantee deposits paid total 82 million soles. 
Security is provided for workers by a safety code which 
is implemented by the Bureau of Petroleum created under 
the petroleum law. Import duties have been temporarily 


lifted on equipment for geophysical surveys in the Sechura 
region, and for a refinery in Talara. About 50 per cent 
of machinery and equipment for exploration and exploita- 
tion is now exempt from import duties. The monthly 
average production in 1952 was 31,187 barrels, while in 
1953 the average through July was 43,878 barrels. 

Source: Andean Air Mail and Peruvian Times, Lima, 

Peru, August 14, 1953. 


Bolivian-U.S. Tin Contract 
Bolivia and the Reconstruction Finance Corporation of 
the United States have signed a contract for the delivery § 
to the United States of 10,000 tons of tin concentrates, or 
between one third and one half of Bolivia’s output of tin. 
Payment is to be made on the basis of New York monthly 
market spot and three-month futures prices, with custom- 
ary deductions for smelting and impurities. The con- 
tract will expire on March 31, 1954 with the completion 
of deliveries at that time. The purchases will presum- 
ably include both tin which has been accumulated in 
Bolivia and tonnage still to be produced. The contract 
is the first negotiated since 1950, though since that time 
the United States has made several spot purchases of 
Bolivian tin, the latest, in January 1953, of 5,000 tons. 
Sources: American Metal Market, September 16, 1953, 
and The Wall Street Journal,’ September 29, 
1953, New York, N. Y. 


Cost of Living in Argentina 

In August, the cost of living index for Buenos Aires, 
computed by the Review of the River Plate, declined by 
3.8 per cent to 529.4, from 550.3 in July (1943 = 100). 
The August index is the lowest recorded since April 1953, 
when the Government initiated the present severe cam- 
paign to enforce ceiling price regulations. (See also this 
News Survey, Vol. VI, p. 24.) The subindex for food- 
stuffs showed the largest decline (6.5 per cent). _ The 
other components of the index declined only slightly. 
Source: The Review of the River Plate, Buenos Aires, 

Argentina, August 21, 1953. 
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